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PRESIDENT’S MESSAGE 


| 
| TO THE SHAREHOLDERS 


TO THE SHAREHOLDERS: 


| FINANCIAL 


| As shown in the accompanying tables, net earnings of 
Scurry-Rainbow Oil Limited for the first six months of 1979, 
| before a gain on the sale of its United Kingdom interests and 


an extraordinary item, were $3,969,000, or $1.48 per share, 3 Sc u rry-Rai n bow 


| compared with restated earnings of $1,507,000, or 57 cents 


| 

} 

| F . a a a 

| per share, a year earlier. O il Li m ited 
| 


PRODUCTION 


Production of crude oil and natural gas liquids amounted to 
| 1 177 cubic metres (7,403 barrels) per day, compared with 
| 987 cubic metres (6,210 barrels) per day in 1978. Natural 
| gas sales amounted to 471 thousand cubic metres (16,718 
| Mcf) per day, compared with 433 thousand cubic metres 
(15,410 Mcf) per day in 1978. The increases were due largely 
| to new production in the Fort St. John area, where oil produc- 
tion for the month of June reached 341 cubic metres (2,150) 
| barrels) per day. 


EXPLORATION AND DEVELOPMENT INTERIM REPORT 
| During the first six months, the Company participated in 84 | TO SHAREHOLDERS 


| exploratory and development wells, mostly in Alberta and 
| British Columbia. The drilling resulted in 10 oil and 21 natural 
| gas wells. Fifteen wells were still drilling and 32 were awaiting 
completion or being tested. 


Drilling in Alberta continued to be concentrated in the Gold FOR THE FIRST HALF 


Creek area where the Company participated in 35 wells. 
Twenty-nine are potential gas wells and one a potential oil well. 


| Four were still drilling. OF 1979 
An active program continued in the Fort St. John area of | 

British Columbia. The Company participated in seven oil wells 

in the West Stoddart-West Eagle and Eagle fields as part of 

a planned 22-well development program being undertaken 

during 1979. 


DIRECTORS AND MANAGEMENT 

R.F. Phillips, formerly President, was appointed Chairman of 
the Board of Directors of the Company. A.G.S. Griffin, formerly 
Chairman of the Board, was appointed Deputy Chairman. A.M. 
Mcintosh was appointed President and a Director. T.S. Hoar 
was appointed Secretarv. 


Mlle (ire 


R.F. Phillips A.M. Mcintosh 
Chairman of the Board President 2300 HOME OIL TOWER 
324 EIGHTH AVENUE S.W. 
: CALGARY, ALBERTA 
Calgary, Alberta T2P 2Z5 AUGUST 15, 1979 
August 15, 1979 
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Scurry-Rainbow Oil Limited 


CONSOLIDATED STATEMENT 
OF EARNINGS 


For The Six Months Ended 
June 30, 1979 
($000’s omitted) 


1979 1978 
(note) 
REVENUE 
Operating $18,381 $12,737 
Equity income 24 45 
Investment income 63 274 
18,468 13,056 
EXPENSE 
Operating (Ao 4,518 
General and administrative 1,302 998 
Depletion 2,762 2,444 
Depreciation 520 478 
Mining exploration 694 235 
Interest on long term debt 721 707 
Other interest 368 303 
Minority interest 50 29 
12,119 Oia 
6,349 3,344 
PROVISION FOR 
INCOME TAXES 
Current 22 696 
Deferred 2,358 1,141 
2,380 1,837 
Earnings before 
undernoted items 3,969 1,507 
Gain on sale of 
U.K. properties (net of 
income taxes) 5,193 = 


NET EARNINGS BEFORE 
EXTRAORDINARY ITEM 9,162 1,507 
EXTRAORDINARY ITEMS 
Income tax reduction 
realized on application 
of prior years’ losses 1,333 _ 
Recovery of investment in 
Minerals Santa Rita 
S.A. de C.V. — 379 


NET EARNINGS $10,495 $ 1,886 
EARNINGS PER SHARE 
Earnings before 
undernoted items $ 1.48 $ 0.57 
Gain on sale of U.K. 
properties (net) 1.94 — 
Net earnings before 
extraordinary item 3.42 0.57 
Extraordinary item 0.50 0.14 
Net earnings $ 3.92 3 O71 


Note: Effective January 1, 1979, the Company retroactively 
changed its accounting policy in respect of mining properties whereby 
mining costs are charged to earnings in the year of expenditure until 
such time as the presence of economically recoverable reserves is 
established. This reduced net earnings for the first half of 1979 by 
$438,000, or 16 cents per share, compared with $116,000, or four 
cents per share, for the same period in 1978. Comparative figures have 
been restated accordingly. 


Member of Executive Committee 


CONSOLIDATED STATEMENT 
OF CHANGES IN FINANCIAL POSITION 


For The Six Months Ended 
June 30, 1979 
($000’s omitted) 


_ 1978 _1978 
FUNDS WERE OBTAINED FROM 
Operations $10,515 $ 5,768 
Sale of assets 11,191 640 
Dividends ____ 100 a» 108 
21,806 6,508 
FUNDS WERE USED FOR 
Property, plant and 
equipment 16,703 8,813 
Reduction in long 
term debt 3,369 51 
Dividends paid on 
liquidation of sudsidiary 392 _ 
Other 65 121 
20,529 8,985 
INCREASE (DECREASE) IN SS Saas 
WORKING CAPITAL Wy 2uors (2,477) 
WORKING CAPITAL (DEFICIENCY) 
AT BEGINNING OF PERIOD (9,934) (4,712) 
WORKING CAPITAL (DEFICIENCY) 
AT END OF PERIOD $(8,657) $7,189) 


MAJOR BALANCE SHEET ITEMS 
($000’s omitted) 


1979 1978 
(as restated) 

Working capital (deficiency) $(8,657) $(7,189) 
Investments and advances 1,000 1,051 
Property, plant and 

equipment — net 92,748 76,515 
Other assets 774 1,031 
Deferred production revenue 413 _ 
Long term debt 

(less current maturities) 12,585 17,435 
Deferred income taxes 19,739 14,925 
Minority interest 1,825 1,850 
Shareholders’ equity 51,303 37,198 

e-Year Review 232... ine ee es 16 
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PRESIDENT’S MESSAGE 


TO THE SHAREHOLDERS 


The year 1979 was highlighted by continued improvement in financial and operating performance. 


Net earnings from operations for 1979 totalled $13,258,000 or $4.95 per share compared with 
restated earnings of $4,749,000 or $1.78 per share for 1978. 


Net earnings after two non-recurring items amounted to $20,877,000 or $7.80 per share compared 
with restated earnings of $5,496,000 or $2.06 per share in 1978. The first non-recurring item 
represents a gain of $5,157,000 from the sale of the Company’s interest in the North Sea. The second 
item represents an extraordinary gain of $2,462,000 as a result of income tax benefits realized on 
application of prior years’ losses. 


Net flow of funds from operations totalled $27,286,000 or $10.19 per share compared with 
$15,579,000 or $5.84 per share for 1978. Gross revenues increased to $44,301,000 from $29,564,000 
in 1978 due to higher prices and the increased production of crude oil, natural gas, gold and silver. 


Capital expenditures also rose substantially in 1979, to $38,051,000, from $20,898,000, reflecting 
an active exploration and development program. 


Exploration and Production 


During the year, the Company participated in the drilling of 176 exploratory and development wells, 
mostly in Alberta and British Columbia. The drilling resulted in 61 oil and 85 gas wells. Fourteen wells were 
Still drilling at year end. 


The main region of exploratory interest continued to be the Gold Creek and Lator-Nell area of 
northwestern Alberta which accounted for approximately three-quarters of exploratory drilling 
expenditures. Acreage holdings in that area increased in 1979 to 174,695 gross hectares (431,680 
acres) through participation in land sales. Drilling successes in this area are expected to add substantially 
to the Company’s reserves of natural gas. 


During 1979, average daily production of crude oil and liquids, before the deduction of royalties, 
amounted to 1 238 cubic metres (7,780 barrels) compared with 1 055 cubic metres (6,636 barrels) in 
1978. Average daily sales of natural gas increased to 530 thousand cubic metres (18.8 MMcf) from 433 
thousand cubic metres (15.4 MMcf). The increases were due largely to new production in the Fort St. 
John area of British Columbia. The bulk of the Company’s development expenditures in 1979 was directed 
to this area. 


Mining 

Although ore mined in 1979 at the Company’s Gooseberry silver/gold mine near Reno, Nevada, 
declined by nine per cent to 65,227 tons, the production of gold and silver increased by eight per cent 
and 23 per cent to 10,048 ounces and 413,820 ounces, respectively, reflecting higher recovery factors. 
Work continued on an underground development program to increase the amount of ore mined. 


Engineering studies continued on the feasibility of development of the Company’s substantial 
metallurgical coal reserves at Elk River in southeastern British Columbia. A decision to proceed with a mine 
is dependent upon an improvement in the demand on world markets for metallurgical coal. 


Corporate 


The Board of Directors continues to maintain the policy of re-investing all available cash flow and to 
forego the payment of dividends. 


Since the last report to shareholders, R. F. Phillips, J. D. Gibson and R. B. Coleman resigned as directors 
of the Company. On June 19, 1979, A. M. McIntosh was appointed a Director and elected President. 


Submitted on behalf of the Board of Directors. 


Calgary, Canada (tal WM of bl 


April 18, 1980 A. M. Mcintosh 
President 


OIL AND GAS ACREAGE 


December 31, 1979 


Petroleum and Natural Reservations, Licences Total 
Gas Leases and Permits 

CANADA Gross Net Gross Net Gross Net 

Albertarnes, 3.0. sierre. = ears 1,307,159 SSO}56il 188,296 24,919 1,495,455 355,480 
ArcticiislandSi. = a eee —_ — 912,286 100,432 912,286 100,432 
British Columbia: ve5. ee oe 447,768 80,945 475,106 59,833 922,874 140,778 
Manitoba: t:. aene Ngee 32,922 27,930 ~ _ 32,922 27,930 
Northwest Territories ........ 67,676 14,602 691,474 138,474 759,150 153,076 
Ontario’*.. St eae ee ee 479 287 — — 479 287 
Saskatchewan ............ 1,019,504 805,410 — _ 1,019,504 805,410 


EUROPE 

Netherlands — Offshore ...... —_ _ 191,c27 4,346 151,327 4,346 
—_ — LOoMoar 4,346 1515327, 4,346 

UNITED STATES 
AlaSK acs P30" doer een en ee et: 21,090 15,788 — _ 21,090 15,788 
Michigan <0 ena ee eee 29,676 1.619 — _ 29,676 1, Oia 
Montana’ soir oan ot eee 2,744 1,950 — _ - 2,144 1,950 
North, Dakota. 2.0 oan oe ee 91,486 9,265 _ — 91,486 9,265 
Utah: « nkaee forks eat eee 38,568 4,342 _ — 38,568 4,342 
Wyomingis.7. 441.2 2 ease 100,727 18,234 _ _ 100,727 18,234 
284,291 57,254 — _— 284,291 57,254 

Total Acreage at 
December 31,1979 ....... 3,159,799 1,316,989 2,418,489 328,004 5,578,288 1,644,993 

Total Acreage at 
December 31,1978 ....... 3,463,815 1,451,146 3,389,418 549,253 6,853,233 2,000,399 


Table of basic metric conversion factors* 


Measurement Traditional to Metric Metric to Traditional 
Conversion to Metric Length mile = 1.609 34 kilometres (km) km = 0.62137 mile 
. : foot = 0.304 80 metre (m m = 3.28084 feet 
During 1979 the Canadian petroleum (m) 


1 1 
1 1 
industry commenced using the In- Area 1 acre = 0.404 69 hectare (ha) 1 ha = 2.471083 acres 
ternational System of Units. com- Volume 1 gallon (Can.) = 4.546 09 litres (L) 1 L = 0.21997 gallon (Can.) 
led th iri t t 1 barrel = 0.158 99 cubic metre (m°) 1 m® = 6.28970 barrels 
Mcaldd beara Mic lilacs to 10 |2e 1 MCF = 28.173 99 cubic metres (m2) 1 m? = 0.035494 MCF 
report figures related to length, (natural gas) 
area, volume and mass. Mass 1 pound = 0.453 59 kilogram (kg) 1 kg = 2.20463 pounds 
For the convenience of share- 1 long ton = 1.016 05 tonnes (t) 1 t = 0.98420 long ton 
holders, a conversion table is pro- (2,240 pounds) 
1 short ton = 0.907 19 tonne (t) 1 t = 1.10232 short tons 


vided at right. (2,000 pounds) 


* International System of Units (SI) conversion factors used by Canadian Petroleum Association 
in their statistical handbook effective January 1, 1979. 


OIL AND GAS OPERATIONS 


During 1979, Scurry-Rainbow maintained an active 
exploration program within the Gold Creek and Lator 
areas of Alberta and, to a lesser degree, in British Col- 
umbia, Saskatchewan, North Dakota, Utah, Montana 
and Michigan. Significant development drilling was under- 
taken within the Eagle and Stoddart areas of British Col- 
umbia, with some development drilling in Alberta and 
Saskatchewan. During the year, the Company was in- 
volved in 86 exploratory wells and 90 development 
wells. Of these wells, 31 were Company operated and 
the remainder were partner operated or drilled under 
farmout agreements. The exploratory drilling resulted in 
10 oil wells, 49 gas wells, 14 dry holes, and 13 were 
still drilling or being evaluated at the end of the year. 
Development drilling resulted in 51 oil wells, 36 gas 
wells and two dry holes. One well was still drilling at 
year end. 


CANADA 


Alberta 


The accelerated exploration pace established in 
1978 in the Gold Creek area was maintained through 


1979. Twenty-seven exploratory wells were drilled on 
Company lands in this area during the year. The explor- 
atory drilling program resulted in 24 gas wells and, at 
year end, three wells were still drilling. Four develop- 
ment gas wells were also drilled. Significant gas reserves 
were established within sandstones of the Upper and 
Lower Cretaceous section. Oil was encountered in 
sandstones of the Upper Cretaceous and within the 
Triassic. The full significance of the oil potential of these 
reservoirs cannot be assessed until further evaluation 
has been undertaken. 


Twenty exploratory wells were drilled in the Lator- 
Nell area 25 miles southeast of Gold Creek. This drilling 
resulted in 15 gas wells, three oil wells and two dry 
holes. Four development oil wells were also drilled in 
1979. The Upper Cretaceous Dunvegan sandstone is 
the principal producing zone in this area. 


Plains Petroleums, 72 per cent owned by the Com- 
pany, was also active in the Gold Creek and Lator areas 
where it had interests ranging from 1.66 per cent to 
4.66 per cent in 41 exploratory wells. Of these wells, 
37 were gas, one was a dry hole and three were drilling 
at the end of 1979. 


Plains also has a 5.6% interest in the Shell et al 
Waterton 7-20 well which was drilled to a total depth of 
5 080 metres and completed as a Devonian Wabamun 
gas well. 


COLUMBIA 


BRITISH 


MUSREAU 
LAKE 


GOLD CREEK-LATOR-NELL AREA 
- ALBERTA - 


F) SCURRY -RAINBOW LAND HOLDINGS 


3t - Gaswell 
~O- Drilling 


®@ - Oilwell 
~-- Dry Hole 
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SCALE romance Miles 
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NOTE: MAP SHOWS WELLS DRILLED IN 1979 
ji = | Se ee 


British Columbia 


The Company participated directly in nine explora- 
tory wells of which eight were non-operated. This drilling 
resulted in four gas wells and five dry holes. Successful 
gas wells were completed in Lower Cretaceous, Bluesky 
and Lower Gething sandstones, the Triassic LaGlace 
formation and the Mississippian Debolt. 


A further two wells were drilled under farmouts to 


other operators. One of these wells was under tight 
hole status at year end, and the other was still drilling. 


Saskatchewan 


The Company participated in one unsuccessful 
Mississippian test within the Steelman area during the 
year. One other well, also in the Steelman area, was 
drilled under farmout to another operator and this was 
completed as a Midale oil well. 


UNITED STATES 


The Company participated in four exploratory wells 
in the U.S. during 1979. Dry holes were drilled in Utah, 
Montana and Michigan, and a well being drilled in North 
Dakota was still drilling at year end. 


SOURCE OF PRODUCTION 
(Before Deduction of Royalties and Minority Interests) 


Crude Oil and Natural Gas Liquids (cubic metres) 

Alberta 2) eos. a soe ea es 
British Columbia 25. eee ee ay ee ee 
saskatchewan ...5.4 2 3e see ae a ee 


Manitoba. =: «2. 4 ere cee is a ee eee 
UNItOC States ee eves nc a eke ar On 


‘Totaltor year. aes te, © a ee ee eee 


Average perday ee 26.0. SS oe ee eee 


A further three exploratory wells were drilled under 
farmouts to other operators in Wyoming and North 
Dakota. This activity resulted in one Cretaceous gas 
well in Wyoming, a dry hole in North Dakota, and the 
third well, in Wyoming, was still drilling at year end. 


PRODUCTION 


Production of crude oil and natural gas liquids during 
1979 amounted to 1 238 cubic metres per day, or 7,780 
barrels per day, compared with 1 055 cubic metres per 
day, or 6,636 barrels per day for the previous year. 
Natural gas production was up from 433 cubic metres 
per day, or 15.4 MMcf per day, in 1978 to 530 cubic 
metres per day, or 18.8 MMcf per day in 1979. 


The increase in crude oil production is largely from 
the Fort St. John area of British Columbia, together with 
the lifting of allowable restrictions in the Redwater field 
of Alberta to permit higher production rates. Oil produc- 
tion from the West Eagle field north of Fort St. John is 
expected to increase substantially with the completion 
of waterflood facilities in the second half of 1980. In the 
case of natural gas production, rates are higher from the 
collection of associated gas in the Fort St. John area, 
together with better performance from the Coleman field. 


Years Ended December 31 


1979 1978 
131 620 118 591 
186 260 125 318 
124 450 133 135 

8 860 7 527 

690 324 
ee ith) 

1 238 1 055 
134 090 127 404 

56 750 26 361 

2 440 3951 

50 — 
120 241 
193 450 157 957 


530 433 


RESERVES 


The Company’s gross proven crude oil, natural gas liquids, natural gas and sulphur reserves as of January 1, 
1980 and 1979 are summarized in the table below. The Company’s gross reserves are defined as the Company’s 
share of reserves from working interests and overriding royalties, but before the deduction of any royalty interest 


owned by others and minority interests. 


Further development in the Fort St. John area and exploratory work in the Gold Creek area were the main 
contributing factors for the increase in both oil and gas reserves. 


GROSS PROVEN RESERVES 


(Before Deduction of Royalties and Minority Interests) 
At January 1, 1980 and 1979 


1980 
Working 
Interest 
rm OW — Me a 3 059 628 
Natural Gas Liquids—M°... . 238 248 
NaturalGas—10°M*®....... 4518670 
Sulphur-—Tonnes ........ 425 939 


MINING OPERATIONS 
Gooseberry Mine 


At the Gooseberry mine near Reno, Nevada, mill 
throughputs averaged 5,480 short tons per month 
during 1979. Production continued to be constrained by 
a shortage of underground mining areas. Underground 
development work was accelerated during the latter half 
of 1979 with the result that new mining areas are 
expected to be placed on production at the 1,000-foot 
level during the second quarter of 1980. The main shaft 
will also be deepened in 1980 to develop two new 
working levels at 1,150 feet and 1,300 feet below the 
surface. 


As a result of increased silver and gold prices, the 
mine generated sizeable cash flows and earnings during 
1979. The mine’s performance is expected to continue 
to improve in 1980 as production levels increase. 


Coal 


In 1979, approval in principle was granted by the 
British Columbia government to develop the large re- 
serves of metallurgical coal located at Elk River in the 
southeastern portion of the province. With this approval, 
work continued on engineering studies that are required 


1979 
Royalty Working Royalty 
Interest Interest Interest 
241 083 2 957 386 236 080 
47 648 231 056 56 297 
551 470 3 701 583 579 483 
WiE705 533 323 12 497 


for specific permits to develop the mine. A decision to 
proceed with the mine is dependent upon an improve- 
ment in world markets for metallurgical coal. 


The extensive coal leases held jointly with Consoli- 
dation Coal Company of Canada in the Blairmore area of 
Alberta are being re-assessed for potential thermal coal 
production. Exploratory drilling was undertaken on five 
Plains coal properties in Alberta. Active participation in 
the Ardley Coal. Rights offered by the Alberta govern- 
ment was continued. 


Potash 


In 1979, the Potash Corporation of Saskatchewan 
exercised its option and purchased the Company’s 
potash holdings in Saskatchewan for $2,275,000. 


Uranium 


Scurry-Rainbow participated in 10 uranium explora- 
tion projects during the year. Exploratory drilling was 
undertaken on four of the projects with negative results. 
Ground assessment surveys with follow-up drilling is 
proposed for several ongoing and new projects in 
1980. 


MINING ACREAGE 


Gross Net 

Coal Mining Properties ..... Vigeat22 5A 565 
Coal Lease Applications .... 58,627 45,287 
Mining Clams ........... AZo 162,083 
TON FS ee ee 597,104 258,925 
Canada 
Albertak xcs eae eee 155,589 94,087 
British Columbia ae 74,716 1192435 
Saskatchewan .......... 307 ,640 110,435 
Ontano:. See ceo eee 5,719 5,719 
Northwest Territories .. . wae 52 n6O 27,969 
Foreign 
U.S.—Nevada .......... 1,280 1,280 
Total Acreage at 

December 31,1979 ..... 597,104 258,925 
Total Acreage at 


December 31,1978 ..... 766,743 417,508 


FINANCIAL REVIEW 


Net earnings, before a gain on the sale of the North 
Sea properties and before an extraordinary item for 
1979, amounted to $13,258,000 ($4.95 per share) 
compared with restated net earnings, before an extra- 
ordinary item, of $4,749,000 ($1.78 per share) for 
1978. During 1979, the Company disposed of its entire 
interest in Block 3/7 in the North Sea, resulting in a gain 
of $5,157,000 ($1.93 per share), net of applicable in- 
come taxes of $803,000. In addition, the Company 
recorded an extraordinary gain of $2,462,000 ($0.92 
per share) representing income tax benefits realized on 
application of prior years’ losses. With the gain on the 
sale of North Sea properties and the extraordinary item, 
net earnings for 1979 amounted to $20,877,000 ($7.80 
per share) compared with restated earnings of 
$5,496,000 ($2.06 per share). 


Operating revenues after royalties from oil and 
gas operations increased from $25,008,000 to 
$33,156,000, an increase of 33 per cent. Volume 
increases of 18 per cent and 22 per cent for oil and gas 
respectively, coupled with price increases, accounted 
for the rise in revenue. The increase in oil volumes mainly 
arose in the Eagle and Stoddart fields in British Columbia 
and the Redwater field in Alberta. The increase in gas 
volumes was primarily attributable to new wells coming 
on stream in the Cecil area of British Columbia coupled 
with increased production from the Coleman field. 


Gross revenues contributed by the mining opera- 
tions amounted to $10,866,000 in 1979 compared to 
$4,128,000 a year earlier. Although ore mined in 1979 
declined by 9 per cent to 59,173 tonnes, the production 
of gold and silver increased by 8 per cent and 23 per 
cent to 10,048 ounces and 413,820 ounces respec- 
tively, reflecting higher recovery factors. The balance of 
the increase in revenues was attributable to substantial 
price increases of gold and silver, particularly in the last 
quarter of 1979. 


Operating and general expenses from oil and gas 
operations increased 18 per cent from $6,474,000 to 
$7,630,000 in 1979. The increase was associated with 
higher production from the Fort St. John area in British 
Columbia coupled with general increases in other fields. 


Operating and general expenses from mining 
operations amounted to $7,324,000 compared with 
$5,440,000. All of the increase was due to production 
from the Gooseberry mine and increased royalties paid 
on higher revenues. 


Depletion and depreciation expense increased 13 
per cent to $7,350,000 compared with $6,516,000 
for 1978. The increase was mainly the result of higher 
oil and gas production volumes together with a higher 
depletion factor. 


Interest and expense on long term debt amounted 
to $1,470,000 compared with $1,619,000 for 1978. 
During early 1979, a U.S. bank production loan was 
repaid from proceeds on sale of the North Sea proper- 
ties. During the last half of 1979, bank production loans 
totalling $10,000,000 were drawn to finance part of 
the 1979 capital expenditure program. Other interest in- 
creased to $777,000 representing higher charges as a 
result of using bank operating loans which at December 
31, 1979 amounted to $3,445,000. 


Income tax expense increased from $3,999,000 in 
1978 to $6,365,000 in 1979, reflecting a substantial 
increase in pretax income. The percentage of income 
tax expense to pretax earnings before the gain on the 
sale of the North Sea properties, however, declined 
from 45.7 per cent to 32.4 per cent in 1979. This was 
attributable to the absence of mining losses suffered in 
1978 coupled with the Company’s substantial 1979 
capital program. 


Net flow of funds from operations amounted to 
$27,286,000 ($10.19 per share) in 1979, compared 
with $15,579,000 ($5.84 per share) for 1978. The in- 
crease resulted from higher production and increased 
prices from both oil and gas and mining activities. Sale 
of the North Sea assets and the Saskatchewan potash 
properties generated $13,493,000. In addition, the 
Company obtained $10,000,000 in long term bank 
production loans to finance partially the Company’s 
1979 capital program. 


During 1979, the Company expended $38,051,000 
on its capital program compared with $20,898,000 in 
1978, an increase of 82 per cent. Of this amount, 
$20,943,000 was spent on the Company’s oil and gas 
exploration program, including land and lease acqui- 
sitions, with the majority of funds being spent in the 
Gold Creek and Lator-Nell areas of Alberta. Oil and gas 
development expenditures increased from $9,287,000 
in 1978 to $14,449,000 in 1979. The Company con- 
tinued to concentrate its efforts in the development of 
its acreage in the Fort St. John area of British Columbia. 


Mining development expenditures totalled $1,487,000 
which included the acquisition of a35 per cent net profits 
interest in the Gooseberry mine, continued development 
of the mine and Elk Riverfeasibility studies. The Company 
continued its on-going program of mineral exploration, 
principally for coal and uranium and spent $1,041,000 in 
1979 compared to $715,000 in 1978. 


Additional general information is summarized in the 
five years’ review of operations. 


CORPORATE PROFILE 


Scurry-Rainbow Oil Limited, incorporated in Alberta in 1954, is engaged in the exploration, development and pro- 
duction of petroleum and natural gas, and in the exploration for various minerals. The Company is approximately 88.5 
per cent owned by Home Oil Company Limited, a wholly-owned subsidiary of Hiram Walker - Consumers Home Ltd. Its 
headquarters are in Calgary, Alberta. Exploration activities are conducted in Canada and the United States. Produc- 
tion of petroleum and natural gas is primarily located in the four western provinces in Canada, with limited production 
in the United States. The Company does not engage in refining or retail marketing. The Company has substantial 
undeveloped coal reserves in southwestern Alberta and southeastern British Columbia, and a silver-gold mine in 
Nevada. 


TWO YEAR PRICE RANGE OF SHARES 
Years Ended December 31 


Toronto Stock Exchange American Stock Exchange 
Cdn. Funds U.S. Funds 
1979 1978 1979 1978 

High Low High Low High Low High Low 
First Quarter 28'/2 - 2535/5 20a 185 24 -21'/s 18'/,- 16 
Second Quarter 40 -29 23'/2 - 21 36 - 24'/, 203/,- 18 
Third Quarter 58 -40 25'/2 - 22'/2 sy see S| 225/, - 20 
Fourth Quarter 79-7=:50 2h <= 2ON ls 69'/.- 42 23 - 20% 


The Company has not declared or paid any dividends on its outstanding shares. 


AUDITORS’ REPORT 


To the Shareholders of 
Scurry-Rainbow Oil Limited 


We have examined the consolidated balance sheet of Scurry-Rainbow Oil Limited as at December 31, 1979 and 
1978 and the consolidated statements of earnings, retained earnings and changes in financial position for the years 
then ended. Our examination was made in accordance with generally accepted auditing standards, and accordingly 
included such tests and other procedures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the Company as at 
December 31, 1979 and 1978 and the results of its operations and the changes in its financial position for the years 
then ended in accordance with generally accepted accounting principles applied, after giving retroactive effect to the 
change in accounting policy for mining operations described in Note 1, on a consistent basis. 


Calgary, Canada THORNE RIDDELL 
February 22, 1980 Chartered Accountants 


Scurry-Rainbow Oil Limited 


CONSOLIDATED STATEMENT OF EARNINGS 


(Thousands of Canadian Dollars) For the years ended December 31 


1979 1978 
REVENUE pee 
Operating sick e. ewstenk et ee ee Oe ee I eee $44,022 $29,136 
Equity income:.....c. 4. cea: SoS 2 2 es ee ae eee 35 71 
Other income 3. sos we od tgs ee oe a 244 357 
44,301 29,564 
EXPENSE 
Operating and generals 252) on = ee ce ee 14,954 11,914 
Depletion.and:.depreciation:.. ©...) 4 ees as ee ee ee 7,350 6,516 
Interest and expense‘on long term'debt. 7 a... 2 a se ee 1,470 1,619 
Other interests 296 SS eee a ns eee ee TUT 698 
Minority interest: . 4 se Re ee ee er V2% 69 
24,678 20,816 
19,623 8,748 
INCOME TAXES (Note 5) 
Current s,..< 2 Se 2 a as ls i cee (72) (153) 
Deferred. sits SF. SE ee ee eee 6,437 AMNS2. 
6,365 3,999 
EARNINGS BEFORE GAIN ON SALE OF NORTH SEAPROPERTIES.......... 13,258 4,749 
GAIN ON SALE OF NORTH SEA PROPERTIES (net of 
applicable income taxes of $803,000)" > 332 a ee ee Spiloys — 
NET EARNINGS BEFORE EXTRAORDINARY ITEMS: 9.7. 7-722. 18,415 4,749 
EXTRAORDINARY ITEMS 
Income tax benefits realized on application of prior years’ losses............ 2,462 — 
Recovery of investment in 
Minerales Santa Rita S°Asde'G. Vice oe ieee ee ee _ 747 
NET EARNINGS . 3.2% esc gee eer ee a |e eee er, & $20,877 $ 5,496 
EARNINGS PER SHARE 
Earnings before gain on sale of North Seaproperties ................... $4.95 $1.78 
Gain onsale: of North Sea propenticS g5 et ee is ee ee 1.93 — 
Net earnings before extraordinary items ....................2..0 0000s 6.88 WLS 
Extraordinary items: .. 6 Sec <5 Ss Se ee es Cr 0.92 .28 
Net earings 0) oo ce oe Cae ee Si eet a $7.80 $2.06 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
(Thousands of Canadian Dollars) 
For the years ended December 31 


1979 1978 
BALANCE, AT BEGINNING OF YEAR 
As previously reported’! 20 Sear, OR ee ees Tee ree renee pire $10,521 $4,659 
Change in.accounting policy. (NOG 1). aes on net ee ee (2,421) (2,055) 
Asrestated 99 oe ese. AO a ee ee ea oc ee kes 8,100 2,604 
NOt GarniniGs ee. Son. © Pee es ae Ces Ee eS er 20,877 5,496 
BALANCE. AgreEND OF YEAR’: osc. ces @ bore fed eo oe en ee $28,977 $8,100 


Scurry-Rainbow Oil Limited 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 
(Thousands of Canadian Dollars) 


For the years ended December 31 


1979 1978 
FUNDS WERE OBTAINED FROM 
EE CAR i Bs a Tn ae ek Se ae $27,286 $15,579 
Oe SESS RR ie EE a Nee oe ee 1 13,493 276 
EMM CRNTMDCHLONVUNGS 5p. oi. 5 Rr pic G ok Even EO hc we yk be oe ded Bowe hn Ww 10,000 _ 
SEMEGCENOOUCHONNCVENUE 2.4.5) 6. Bleek web a a ow ee ew 418 378 
SEEM MR UCU ATUANCOST Vii i. Ek. Taree sa es ak SAL cae eee — 1,008 
Remnee GCAONANGIOCK 6. 2. hE ee ce nee ud wee ea - = 1,014 
IEE ec ra figs, Nya ie of ee he Wve, fe EP a ho he tes lg. vs — 298 
SIs, 18,553 
FUNDS WERE USED FOR 
SRE DANE ANCLEOUIDINGNT ocd co a wie die we dead eee le we wlbl a ae 38,051 20,898 
Se ME MIMO Dba 9 soa fen ca Bes, aw wo we Se eS ee ea ee 6,832 2,011 
ICT C MIN IOUINY UNCTOSE 55 anc aos Grits WM ues vos nd alc Ac on st elo aa sR pals 484 — 
os coe gpeete lest a a gts eae eae Reve Ee cole eat aL SW oo 
45,404 23,119 
INCREASE (DECREASE) INWORKING CAPITAL ....................... 5/93 (5,222) 
WORKING CAPITAL DEFICIENCY AT BEGINNING OF YEAR ............... 9,934 ae 
WORKING CAPITAL DEFICIENCY ATENDOF YEAR .................... $ 4,141 $ 9,934 
CHANGES IN COMPONENTS OF WORKING CAPITAL 
INCREASE (DECREASE) IN CURRENT ASSETS: 
er CSO Onn GePOSNS «oki. lo alae ss sd Viens cae he a oe Ae S (14250) F aS: - 485 
FAC COMMNSMOCCIVADIC Wee Ai. ie aes s A bane Rd Bano. fA OOEEG Eye See age 6,993 581 
MeOMe taxes eCOVErabDiey, = 2. da coke be Loe Gea wl Sion ee, Seana ee (82) 1,488 
MIVCHONCS aM erEsaen Tita te ene? et BS 2 en Re ena ene Der ae ane 1,479 dealt, 
i,139 3,667 
INCREASE (DECREASE) IN CURRENT LIABILITIES: 
BatinimGeOtegmeSSu waren te nek oo. Ren 4 ac tema rns En ce ee eee ee (3,379) 3,002 
PEEOUIIS Day anie.ana accrued charges 2... . se viewer ae de os bie Yue oe 4,385 5,336 
eCRME ANOS DAVAOIE kG fic Grn) c g Aco oS 4 sree wile) eu Ried. ape ese ae he ameke — (232) 
Due to parent company, Home Oil Company Limited .................... 79 289 
Gucentmaturiies on jong termdebt. .. . 2.0.0.6. 5.68 2 bees en ee 261 494 
1,346 __ 8,889 
INCREASE (DECREASE) IN WORKING CAPITAL ; ........ 54... 5 Affe weve os > 5,493 $ (5,222) 


Scurry-Rainbow Oil Limited 


CONSOLIDATED BALANCE SHEET AS AT DECEMBER 31, 1979 and 1978 


(Thousands of Canadian Dollars) 


ASSETS 


CURRENT ASSETS 


Cash and short termdeposits ........... 
Accountsireceivablex= S425 444-5562 555 4. 
Income taxes recoverable .............. 


Inventories, at lower of cost and 


realizable: Valle mtaome, 6a ee oe! 


INVESTMENTS IN 50% OWNED COMPANY 


PROPERTY, PLANT AND EQUIPMENT, 


at:costi(NOtC{2)) sien ear ae ee er eee 
Accumulated depletion and depreciation 


OTHER'ASSEIS —.2 eeu Bi ee eee 


Approved on behalf of the Board: 


[Sbe~ =m 


Director 


Director 


1979 1978 

(Note 1) 
Ak ae Goo RAY Cee $ sit2 1,763 
bo geeuid alee Oye Ae eae Wee te 5,734 
“1S ea Se RO a 1,406 1,488 
octet ds dae a ere ea eee 3,040 1,561 
17685 10,546 
Me ings ce ey ONL eet one eae T0441 1,076 
Pe ET er ee en ahs ee Soe 169,585 144,012 
ee Oe ae tee kh 5 Tod a bia Seek lo Ol,o27 59,047 
108,058 84,965 
CRE NRE 0 ee en cee 7(0 685 


$127,524 $ 97,272 


LIABILITIES 


1979 1978 
(Note 1) 
CURRENT LIABILITIES 
PEIRCE LOGHOSS (NOLO: S).) Unre 4'x wl ata) ette wud dart ean. fie Seve ters $0) 3)\445545$,..6.824 
Beco payanpre and accrued. Charges ....... 0... ..s"nlee Sedo mes 15,454 11,069 
Due to parent company, Home Oil Company Limited .................... 368 289 
Bemonumaurniues on.iong term debt. <4 2.....0..62 bd. e eee SNA ewe ne 2,559 2,298 
21,826 20,480 
Pee ERO DUC ION RE VENUET,. Sie) iis, aS ie, DS elo lekes, . eecaye ara 796 378 
PeesemDEB TNO Apres. CPR Re) OR a aes Se 19,054 15,780 
RE INCOME SAKES Snide oe ene ee hee en oe eee eters Zeut Ve 17,936 
USS ES OETA NSLS Sho 1p ee ee nn, OVC ae eae Renae mer ee 2 cae ee 1,449 1,890 
SHAREHOLDERS’ EQUITY (Note 6) 
CAPITAL STOCK 
Authorized 
7,500,000 shares, par value $3.50 each 
Issued 
PEGTEBS'S5 GiShaheSais >. rt ee oad Se oi aie ees tee. 9,374 9,374 
uo LATS URS wher 0) 315) Ube aay an ae nme ghee, fy Temes ar reer nig LO 23,334 2orao4 
BETAINE D EARNINGS) cre olell kD. OBO See Bey Pe ee. 28,977 8,100 
61,685 40,808 
$127,524" $797,272 


Scurry-Rainbow Oil Limited 


NOTES TO 1979 AND 1978 CONSOLIDATED FINANCIAL STATEMENTS 
(Tabular amounts shown in thousands of Canadian dollars) 


SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


PRINCIPLES OF CONSOLIDATION 


(a) The consolidated financial statements include the accounts of all companies in which the Company has 
ownership of more than 50% of the voting capital stock. 

(b) The Company follows the equity method of accounting for its investment in a 50% owned company. Under this 
method the Company’s investment is carried on the balance sheet at cost plus its share of undistributed 
earnings or losses. 

(c) The excess of the cost of shares in subsidiaries and a company accounted for by the equity method over the 
underlying book value at dates of acquisition has been allocated to property, plant and equipment and is subject 
to the accounting policies outlined below. 


OIL AND GAS OPERATIONS 

The Company follows the full cost method of accounting for oil and gas operations whereby all costs of exploring for 

and developing oil and gas and related reserves are capitalized and charged against earnings as set out below. Such 

costs include land acquisition costs, geological and geophysical expense, carrying charges of non-producing 

property, costs of drilling both productive and non-productive wells and overhead expense related to exploration 

activities. The costs are accumulated in cost centres as follows: 

(a) North America — Canada and the United States. 

(b) Northwestern Europe — the United Kingdom and the Northwestern European Continental Shelf which 
encompasses all sectors of the North Sea, the Celtic Sea and the English Channel. 


Costs accumulated in the North America cost centre are depleted using the unit of production method based upon 
estimated proven developed reserves, as determined by Company engineers. Natural gas reserves and production 
are converted to equivalent cubic meters of crude oil based on the relative energy content. 


Expenditures in Northwestern Europe were amortized on a straight-line basis to date of disposition in 1979. 


Substantially all of the exploration and production activities of the Company are conducted jointly with others and 
accordingly these financial statements reflect only the Company’s proportionate interest in such activities. 


MINING OPERATIONS 

Mining costs are charged to earnings in the year of expenditure (included in depletion) until such time as the presence 
of economically recoverable reserves is established. Subsequent expenditures are capitalized and charged to 
earnings as set out below. Economically recoverable reserves are defined by Company engineers as reserves which 
are capable or have a reasonable prospect of sustaining commercial production. Proceeds on partial disposition of 
non-producing properties are deducted from the related costs without recognition of gain or loss. 


Costs are accumulated by producing area and are depleted using the unit of production method based upon 
estimated recoverable reserves as determined by Company engineers. 


DEPRECIATION 

Depreciation of plant and equipment, other than mining equipment, has been provided in the accounts of the 
Company on a straight-line basis at rates which are estimated to amortize the costs of the assets less salvage value 
over their useful lives. Mining equipment is depreciated using the unit of production method based upon estimated 
recoverable ore reserves. 


FOREIGN CURRENCY TRANSLATION 


Current assets and current liabilities are translated to Canadian dollars using the exchange rate at the date of the 
balance sheet. Other assets and liabilities are translated at the rate in effect at the time the original transactions took 
place. Revenue and expense items (excluding depletion and depreciation which are translated at the rate of 
exchange applicable to the related asset) are translated using average rates of exchange throughout the year. 
Foreign currency gains and losses are included in the determination of net earnings. 


Note 1 Change in Accounting Policy 
Prior to 1979 mining expenditures were accumulated by area. Costs applicable to each producing area 
were depleted using the unit of production method based upon estimated recoverable reserves and costs 
applicable to other areas were written off when there was little prospect of further work being carried out by 
the Company or its partners. 
Effective January 1, 1979 the Company retroactively changed to the accounting policy described under 
“Summary of significant accounting policies”. This change in accounting reduced net earnings for the year 
ended December 31, 1979 and 1978 by $178,000 ($0.07 per share) and $366,000 ($0.14 per share) 
respectively. The cumulative effect of this change in accounting to January 1, 1978 of $2,055,000 has 
been charged to retained earnings at that date. 
Note 2 Property, Plant and Equipment 
1979 
Accumulated 
Depletion 
and 
Cost Depreciation Net 
Petroleum and natural gas leases and rights, 
including exploration, development and equipment 
emantor thw AM eriCe. © xia aetimenr, & ies 2 “ane satal Auowe $134,615 $48,088 $ 86,527 
— Production equipment sas emiest a. Jo.e5le. 62 20,950 7,977 12,973 
Mining properties and equipment 
==" Piolo one ees Pee eee Se eee oe 6,447 sn Xs) 5,319 
NOM ONOCUICING Mic cp ws) wiliek ye ie or ee el oe 3,397 3,383 14 
= EVOTOT of iVet nh Pa Ree ee Os ee eR aE ee 2,878 530 2,348 
Land, buildings and other equipment.............. 1,298 421 877 
$169,585 $61,527 $108,058 
1978 (Note 1) 
Accumulated 
Depletion 
and 
Cost Depreciation Net 
Petroleum and natural gas leases and rights, 
including exploration, development and equipment 
SSE NGENAIChICa .. levees... P2508 eke Oc eee $106,306 $44,020 $62,286 
— NorthwestenmEunope ..,.......) sere See (Son 2,686 Sy HOS 
—s Productionequipment. .... ..... Anas... ss 15,642 1 SOM 8,285 
Mining properties and equipment 
SM CMC MAG 2 ckek ys ic elo? cs fac nip Roe hah ee 5,338 660 4,678 
=I NOM-ONOCUuGihGp e-tae4. «cea ies hes ey ee ee 4,963 STAI oy 
Se EMTINVICINEE Oo hie tem ee ce re aoa rn Fe PR We 303 2,439 
Land, buildings and other equipment.............. 17170 310 860 
$144,012 $59,047 $84,965 


Note 3 Bank Indebtedness 
Bank indebtedness in 1978 was secured by accounts receivable and certain interests in petroleum and 
natural gas leases. 


Note 4 Long Term Debt 


Maturity 1979 1978 
7.25% Subordinated debentures*............... 1988 $11,850 $12,935 
Bank productionloainias 8 tenant ene ee 1984 9,464 —_ 
Bank production loan ($3,950,000U.S.) .......... _ 4,437 
Non-interest bearing advances under 
exploration agreement.) a's = Fe Se oe ee _— 381 
Non-interest bearing agreement 
(1979 - $274,000 U.S.; 1978 -$299,000U.S.) .. 1990 270 295 
Other? ca. Gaep ac kc! Dat he iN ehh aoe ec ne aie: na 29 30 
21,615 18,078 
Less: Current minimum maturities................ 2,009 2,298 
$19,054 $15,780 


* Subject to annual sinking fund requirements of $1,067,000 on November 1 of each year until 1987. 
Debentures repurchased by the Company may be applied against its sinking fund obligations. Debentures 
repurchased to December 31, 1979 satisfied the November 1, 1979 instalment and a balance of 
$681,000 remains to be applied against future sinking fund payments. 
The bank production loan is secured by accounts receivable and certain petroleum and natural gas leases. 
The estimated amount of long term debt maturities and sinking fund requirements for the five years subse- 
quent to 1979 are as follows: 1980 - $2,559,000; 1981 - $3,235,000; 1982 - $3,235,000; 
1983 - $3,235,000; 1984 - $1,979,000. 

Note 5 Income Taxes 
Income tax expense differs from the amounts which would be obtained by applying the Canadian federal 
income tax rate to the respective years’ pretax earnings before gain on sale of North Sea properties and 
before extraordinary item. These differences result from the following items: 


1979 1978 (Note 1) 
Percentage Percentage 
of Pretax of Pretax 
Amount ~ Income Amount Income 

Computed “expected” tax 

EXPENSE ai air tee a Meer teeta $9,027 46.0% $4,024 46.09 
Royalties and other payments 

to provincialgovernments .......... Sy feels 29.8 4,251 48.6 
Other non-deductible costs .......... 302 eo 1,584 18.1 
SCO (UTA MCMNG < m2 nos a we Od ae oa A we (16) (0.1) (33) (0.4) 
Depletion allowances on 

Canadian oil and gas 

DLOdUCTIONINCOMeCy yaaa aera nee ne (2,250) (al abelsy) (1,438) (16.4) 
Federalresource allowance .......... (4,539) (23:1) (3,278) (Sif) 
Provincial income taxes less 

federaltax abatements ............ 2o2 a3 420 4.8 
Refund of taxes under 

INCEHUVE PIAS. scm ee ees (2,247) (GLE) (1531) (T7253) 
Actual tax expense — current 

and'detenmeds ncn ee eee $6,365 32.4% $3,999 45.79 
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Note 6 Shareholders’ Equity 


During 1978 the Company issued 30,435 common shares on conversion of 7.25% debentures. As a result, 
$106,000 was credited to capital stock and $908,000 to contributed surplus. 


There are restrictions on the payment of dividends under the Trust Indenture securing the 7.25% 
subordinated debentures. Under the most restrictive provision, the amount permitted thereunder for pay- 
ment of dividends was in excess of the retained earnings at December 31, 1979. 


Note 7 Business Segments 


The Company’s operations are conducted through two business segments, petroleum and natural gas and 
mining. Presented below are segmented data relative to these activities. 


1979 1978 (Note 1) 
Segment 
Operating Segment Operating Earnings 
Revenue — Earnings" Revenue _(Loss) 
Petroleum andnaturalgas ............ $33,156 $ 19,990 $25,008 Sis ooe 
BIR SHEE a 8 nh. cial Sunset AY eather gO SEC”. ites ea A28e (2,626) 
$44,022 Pi WT fal fs $29,136 10,706 
ERrVENICOMNG cle as Ain Batis ob. Gbps, we 35 71 
MHDCIMICOMIOS frat). 3s hs Por eee eee 244 357 
WMI@reSstexXpense .< 2... . 26.64 oe es (2,247) (2,317) 
Minority interest expense............. (127) (69) 
INcOmMetaxeS PA. wes oc eet (6,365) (3,999) 
Earnings before gain on sale of 
NorthSea properties .............. $° 13,258 $ 4,749 
Identifiable assets 
Petroleum andnaturalgas........... $109,931 $82,363 
APM TNC Oe Sule St heres ooh Hd Sees Ac Sy ar 14,329 10,218 
@onporate'assetss.... es be ie Oe 2,203 3,615 
Investment in 50% owned company ... . Odd 1,076 
$127 524 $97,272 
Capital expenditures 
Petroleum andnaturalgas........... $735,523 $19,649 
RANI G eh ee ur aa ee a a 2,528 1,249 
$ 38,051 $20,898 
Depletion and depreciation 
Petroleum andnaturalgas........... $ 5,536 S 5,202 
RAM ICE eS, Ft ee were cc cu. ee ee 1,814 1,314 
$ 7,350 $2 6.516 


Note 8 Remuneration of Directors and Officers 


Remuneration paid to directors and senior officers in their respective capacities was $43,000 and 
$280,000 (1978 - $43,000 and $208,000). 
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